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Annual Meeting 


A tentative program for the annual 
meeting of the Institute at Chicago, Octo- 
ber 15th to 18th, is given below. The 
headquarters of the meeting will be the 
Stevens Hotel, Michigan boulevard, be- 
tween 7th and 8th streets. 


Monday, October 15th 
10:00 A.M. Meeting of council (executive ses- 
sion). 

Meeting of representatives of 

state accountancy boards (open 

session). 

Maurice E. Peloubet, chairman, 
American Institute of Accountants’ 
board of examiners, will preside. 

Address: (Subject and speaker to 

| be announced). 

Discussion. 

9:00 P.M. Reception for 

and ladies. 


7:30 P.M. 


visiting members 


Tuesday, October 16th 

9:30 A.M. General session. 
John F. Forbes, president of the 
Institute, will preside. 
Invocation. 
Welcome to representatives of for- 
eign societies. 
President’s address. 
Annual reports. 

10:45 A.M. Address: (Subject and speaker to 
be announced.) 


Discussion. 
12:45 P.M. Luncheon interval. 
2:00 P.M. Simultaneous round-table discus- 
sions: 
1. “How accountants serve 
| municipalities.” Lloyd Morey, 


chairman of the Institute’s spe- 
cial committee on governmental 
accounting, will preside. 
Speaker: Carl H. Chatters, 
secretary, National Committee 
on Municipal Accounting. 
Discussion leader: G. Charles 
Hurdman, chairman, committee 
on municipal accounting, New 
York State Society of Certified 
Public Accountants. 

2. “The possibility of uniform ac- 
counting for industry.” 


AMERICAN INSTITUTE OF ACCOUNTANTS 


W ednesday, 


Thursday, October 18th 


9:30 A.M. 


10:30 A.M. 


12:30 P.M. 
2:00 P.M. 


4:30 P.M. 


7:30 P.M. 


Elmer L. Hatter, vice-president 
of the Institute, will preside. 
Speaker: Charles B. Couchman, 
past president, American In- 
stitute of Accountants. 
Discussion led by Lewis Ash- 
man. 

Entertainment will be arranged 

for the evening. 


October 17th 
The entire day will be devoted to 
recreation. 
Golf events will take place at 
Olympia Fields Country Club, as 
follows: 
Team competition for Missouri 
Golf Trophy. 


Individual handicap tourna- 

ment—prizes for low gross and i ae 

net scores. 
A tennis tournament among state Ag i 
society or chapter teams, for pos- ae 


session of the Missouri Tennis 
Trophy will be held. 

Groups may be conducted through 
the Century of Progress Exposi- 


tion. 


General session. 

P. W. R. Glover, vice-president of 
the Institute, will preside. 
Election of officers. 

Selection of 1935 meeting place. 
Other matters of business. 
Address: (Subject to be an- 
nounced), by Arthur D. Whiteside, 
president, Dun & Bradstreet, Inc., 


former deputy administrator of 

NRA. 

Discussion. 
Luncheon interval. 

Address: “Revenue act of 1934,” 


by Wright Matthews, assistant to 
the Commissioner of Internal Rev- 


enue. 

Discussion led by Frederick B. 
Andrews. 

Meeting of council (executive ses- 
sion). 

Annual banquet. 


(Toastmaster to be announced). 


- 
4 ae 
@ 
3 
5 


Bulletin of American Institute of Accountants 


As plans for the program near comple- 
tion, it appears that the 1934 annual meet- 
ing will be one of the most important 
gatherings of public accountants in recent 
years. 


Arthur D. Whiteside, president of Dun 
& Bradstreet and former deputy adminis- 
trator of the N.R.A., has accepted an in- 
vitation to speak at one of the sessions. 
Mr. Whiteside, in his capacity as a deputy 
administrator, presided at the hearings on 
the code of fair practice for investment 
bankers, the accounting provisions of which 
were drafted with the assistance of the In- 
stitute. As president of Dun & Bradstreet, 
Mr. Whiteside has been keenly interested 
in accounting statements and independent 
audits as a protection to the grantor of 
commercial credit. 


Charles B. Couchman, a past president 
of the Institute and a member of its special 
committee on codperation with stock ex- 
changes, will be the speaker at a round- 
table discussion on “The possibility of uni- 
form accounting for industry.” The sub- 
ject has become very importar.t in the eyes 
of accountants and Mr. Couchman’s ad- 
dress is expected to create much interest 
among those who attend this session. Lewis 
Ashman, of Chicago, will lead the discus- 
sion, and Elmer L. Hatter, vice-president 
of the Institute, will preside. 


As announced in the Bulletin for July, 
Wright Matthews, assistant to the com- 
missioner of internal revenue, will be one 
of the principal speakers. His topic will 
be “The revenue act of 1934,” and he is 
also expected to comment on treasury de- 
cisions and other matters that are of par- 
ticular interest to accountants. Discussion 
on Mr. Matthews’ address will be led 
by Frederick B. Andrews, of Chicago. 

G. Charles Hurdman, chairman of the 
committee on municipal accounting of the 
New York State Society of Certified Pub- 
lic Accountants, will lead discussion on the 
address of Carl H. Chatters, secretary of 
the National Committee on Municipal 
Accounting, at a round-table session on the 
subject of “How accountants can serve 
municipalities.” Mr. Hurdman has been 
very active in problems of municipal ac- 
counting in the state of New York and is 
looked upon as an authority in that field. 
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Lloyd Morey, chairman of the Institute’s 
committee on governmental accounting, 
will preside. 


TRANSPORTATION 


Special railroad fares are available for 
round trips to Chicago during the continua- 
tion of the World’s Fair up to October 
31st. The special rates apply to what are 
known as “Century of Progress’ tickets, 
which are good for the round trip at a 
cost of one one-way fare plus 25 cents. 
Round-trip Pullman accommodations may 
be purchased in conjunction with “Century 
of Progress” tickets for one and one-half 
times the regular one-way fare. 


“Century of Progress” tickets are good 
going on Tuesdays and Saturdays and have 
a final return limit of 15 days in addition 
to date of sale. The same route must be 
used in both directions. 


Arrangement has been made for reduced 
convention fares under the certificate plan. 
These convention fares will not be applic- 
able to those who purchase “Century of 
Progress” tickets, but it is understood that 
the “Century of Progress” ticket holders 
will be counted as forming part of the 
minimum of 100 in attendance at the meet- 
ing in order to permit convention certifi- 
cate holders the benefit of reduced fares. 
Under the convention certificate plan the 
ticket holder must return over the same 
line as that used on the going journey. 
Accordingly, those who do not take ad- 
vantage of the “Century of Progress” re- 
ductions, because of inability to return 
within the 15 day limit, may request con- 
vention certificates upon purchasing their 
tickets to Chicago. If the minimum of 
100 ‘in attendance is complied with, of 
which there is very little doubt this year, 
certificates may be validated at Chicago, 
and the return trip for those holding con- 
vention certificates will cost only one-third 
of the regular fare. In other words, the 
round trip will cost one and one-third 
times the ordinary one-way fare. 

Special cars for those attending the meet- 
ing from New York will be reserved on the 
New York Central train leaving Grand 
Central Terminal at 4:20 p.m. (S. T.) 
on Saturday, October 13th. This train 
is known as the Commodore Vanderbilt. 
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It arrives at Chicago at 10:35 a.m. (C. T.) 
Sunday, October 14th. Reservations 
should be made through the secretary of 
the Institute, indicating the space desired, 
and indicating also whether or not the 
space will be purchased in conjunction with 
a “Century of Progress” ticket or a con- 
vention certificate. 


TENNIS 
The Missouri Society of Certified Pub- 


lic Accountants has presented to the In- 
stitute a cup to be known as the “Missouri 
tennis trophy.” This trophy is to be the 
permanent property of the Institute, and 
will be competed for at the annual meet- 
ings, the first matches for its possession 
being held at the Chicago meeting. 
Except as specifically provided in the 
rules, which are published in full else- 
where in this Bulletin, the prevailing rules 
of tennis, as published by the United States 
Lawn Tennis Association, will apply. 


GOLF 


The annual competition for possession 
of the Missouri golf trophy will take place 
at the Olympia Fields country club, as 
announced in the program. The cup is 
now held by the New York State Society 
of Certified Public Accountants. 

Chapters of the Institute and state 
societies are invited to enter four-man 
teams in the tournament. Each man on 
the team must be a member of the chapter 
or society which he represents. The team 
with the lowest aggregate gross score will 
gain possession of the trophy for the en- 
suing year. 

To provide for a method of inscribing 
the names of future winners of the cup, 
the Missouri society has undertaken to pro- 
vide eighteen silver golf pennants to be 
suspended over the rim. 

There will be prizes for individual low 
gross and net scores in addition to the team 
matches for the trophy. 


COMMITTEES 


As announced earlier, the Institute’s 
committee on meetings consists of : 

John P. Dawson, chairman, Chicago. 

Robert E. Payne, Chicago. 

George W. Rossetter, Chicago. 


The following appointments have been 
made by Mr. Dawson: 

Frederick B. Andrews, chairman, business 
sessions committee. 

Eric L. Kohler, chairman, round table dis- 
cussions committee. 

George W. Rossetter, chairman, publicity 
committee. 

Mrs. Roy Andreae, chairman, ladies com- 
mittee. 


Mrs. Andreae has enlisted the assistance 
of the following in arranging entertain- 
ment for the ladies in attendance: 


Mrs. Homer L. Miller 
Mrs. Fred J. Duncombe 
Mrs. Charles W. Jones 
Mrs. William F. G. Ross 
Mrs. Hiram T. Scovill 
Mrs. Edward B. Wilcox 
Mrs. Henry C. Hawes 
Mrs. Cyril Talbot 

Mrs. H. A. Finney 

Mrs. J. H. Gilby 

Mrs. David Himmelblau 
Mrs. Robert E. Payne 
Mrs. Russell H. Morrison 
Mrs. George W. Rossetter 
Mrs. Lewis Ashman 

Mrs. Edward E. Gore 
Mrs. F. B. Andrews 

Mrs. Peter S. Barton 
Mrs. John A. Cooke 
Mrs. C. R. Whitworth 
Mrs. Robert C. Brown 
Mrs. G. T. Burns 

Mrs. L. Peterhans 

Mrs. Arch. F. Wagner 
Mrs. R. A. Zimmermann 
Mrs. Charles H. Langer 
Miss Eleanor Berger 
Mrs. John Medlock 


Accounting Terminology 


Members of the special committee on 
terminology met at the offices of the Insti- 
tute on August 9th to consider problems 
arising in the revision of its preliminary 
report, published by the American Institute 
Publishing Company in March, 1931. 

The following members of the commit- 
tee were present: Alexander H. Beard, of 
New York; Eric L. Kohler, of Chicago, 
and Gabriel A. D. Preinreich, of New 
York. 
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Elections 
In the absence of protest, the president 
has declared elected as members and asso- 
ciates, respectively, the following appli- 
cants whose election was recommended by 
the board of examiners and approved by 
the council by a mail ballot: 


Advanced to membership: 


A. DeWitt Alexander, San Francisco 
O. R. Heppley, Salt Lake City 
S. Carleton Kingston, New York 


Admitted as members: 


Perrin L. Babcock, Syracuse 

Earl R. Beaman, Los Angeles 
George R. Beeler, Fort Wayne 
Andrew K. Birch, Philadelphia 
Fred H. Brown, San Francisco 
John Philip Brown, Chicago 

Lionel A. Champagne, Baton Rouge 
Edmund A. Clarke, New York 

T. Donald Cockburn, Buffalo 

E. E. Coffer, Little Rock 

Raymond D. Crenshaw, Los Angeles 
Seth A. Densmore, Burlington, Vt. 
Ralph B. Eglin, Shreveport 

E. P. Ellenberger, Cleveland 

Asa Standley Fox, Little Rock 

Cecil D. Giles, New York 

Avon B. Goodrum, Little Rock 
Edward J. Hahn, New York 

David K. Harbinson, Chicago 
Robert B. Hawthorn, Baton Rouge 
Burton M. Irving, Baltimore 
Arthur R. Janes, New York 

Walter E. Kiefer, New York 
Howard Kroehl, Chicago 

George Landwehr, New Orleans 
John O. Lankston, New Orleans 
Jack B. Lieben, New York 

Kenneth P. McCready, Youngstown 
John L. McKewen, Baltimore 

John C. MacAlpine, Jr., Philadelphia 
Alan Grant Mann, Salt Lake City 
O. H. Maschek, Beaumont 

Wayne E. Mayhew, Ogden, Utah 
Herman F. Mazur, Port Arthur, Texas 
Charles R. Miller, Chicago 

Louis Perlysky, Hartford 

C. R. Phelps, Beaumont 

Louis H. Pilie, New Orleans 
William E. Porter, New York 
Clarence A. Quinn, Memphis 

Glenn A. Railsback, Pine Bluff, Ark. 
Mannie J. Reinberger, Pine Bluff, Ark. 
N. O. Richardson, Beaumont 
Leopold Roeder, New York 

George H. Roehsner, Tampa 

G. A. Ruhl, Baton Rouge 

Melvin H. Schissler, Bethlehem, Pa. 
Howard A. Schnepfe, Baltimore 
Charles L. Seemann, New Orleans 
Clifford G. Snow, Salt Lake City 
William A. Stone, Baltimore 


J. L. Swofford, Fort Smith, Ark. 
William E. Taylor, Phoenix 

F. J. Venner, Little Rock 

Harry L. Viser, Shreveport 
Newton V. Wagner, Chicago 

W. M. Wagner, Chicago 

Jackson P. Ward, New Orleans 
August A. Wegmann, New Orleans 
John Robert White, Los Angeles 


Admitted as associates: 


Harry F. Dodge, Jr., Little Rock 
George W. Franzman, San Francisco 
Clarence N. Hallmark, Fort Smith 
Herbert J. Hausser, Cleveland 
Truman- Newton, Pine Bluff 

Walter S. Savage, Monroe, La. 
Leslie R. Waggoner, San Francisco 


Federal Corporation Law 


The president of the Institute has ap- 
pointed a special committee on federal cor- 
poration law, which consists of the follow- 
ing: 

Homer N. Sweet, chairman, Massa- 

chusetts. 

A. M. Calmenson, Minnesota. 

John F. Kerslake, Pennsylvania. 

Lewis Lilly, California. 

Paul W. Pettingill, Illinois. 

Robert E. Payne, Illinois. 


The purpose of the committee will be 
to consider the possibility of the enactment 
of a federal corporation law and to de- 
termine in what manner such a statute 
might affect the practice of accountancy. 
In the event of the consideration of such 
legislation by congress, the committee 
would be prepared to offer recommenda- 
tions on its accounting features. 


Institute To Be Represented at Meet- 
ing of Texas Society 


The Institute is to be officially repre- 
sented at the annual meeting of the Texas 
Society of Certified Public Accountants, at 
Dallas, October 11th and 12th, by Archie 
M. Smith, of New Orleans, a member of 
council. 


Mr. Smith will address the society mem- 
bers on the activities of the Institute in 
meeting the current problems of the pro- 
fession. Upon the close of the meeting, he 
will proceed to Chicago to attend the an- 
nual meeting of the Institute. 
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Development of the Institute 
PITTSBURGH 


Further expansion of the special com- 
mittee on development of the Institute has 
been effected by the appointment of a local 
subcommittee in the Pittsburgh territory. 
The personnel of this committee follows: 
O. G. Richter, chairman, L. P. Collins, 
Ernest Crowther, Cecil White, W. F. 
Marsh, and Irwin C. Snyder, all of Pitts- 
burgh. 


New YorK 
Fred. L. Main, New York member of 


the special committee on development of 
the Institute, acted as host at a luncheon 
at tie Lawyer’s club, New York, August 
10th, at which a local sub-committee on 
development of the Institute was organized. 
The following members, all of whom ac- 
cepted appointment to the sub-committee 
were present at the luncheon, which was 
also attended by the secretary of the In- 
stitute: Fred L. Main, chairman, Harold 
Beairsto, William R. Donaldson, G. 
Charles Hurdman, Louis H. Rosoff, Fred- 
eric W. Squires, Elmer O. Stevens, Morley 
S. Wolfe and Frederick W. Wulfing. 

Alexander Makay, who was unable to 
be present at the luncheon, subsequently 
accepted appointment to the sub-committee. 
A program of activity will be laid out in 
the near future and another meeting of the 
sub-committee will be held. 


Governmental Accounting 


Possible codperation between the Amer- 
ican Institute of Accountants and the Na- 
tional Municipal League has been the sub- 
ject of consideration during the past month. 

On July 26th, a conference was held 
at the offices of the Institute at which the 
league was represented by H. Frazer Kam- 
meyer and M. K. Scott, the New York 
State Society of Certified Public Account- 
ants by G. Charles Hurdman and Louis H. 
Renn and the Institute by Henry B. Fer- 
nald, member of the special committee on 
governmental accounting, and the secre- 
tary. The League’s plans, including the 


organization of local citizens’ councils for 
constructive economy, were discussed, and 
it was explained by the League’s repre- 
sentatives that its efforts would be limited 


for the present to the State of New York. 
In view of that fact, the decision was 
reached that the Institute would ; not 
participate actively at this time and that 
the New York state society would under- 
take to advise the League until problems 
arose which fall properly within the scope 
of a national organization. 


Cooperation with Securities Commis- 
sion 


A group of accountants, all members of 
the American Institute of Accountants, was 
invited to confer with the newly formed 
securities and exchange commission on July 
19th. At a meeting in the offices of the 
commission held that day there was discus- 
sion of the accounting problems confront- 
ing the commission in administration of 
the securities act of 1933 and the new 
securities exchange act of 1934. 

The accountants presented suggestions 
with respect to the type of information 
which might properly be required by the 
commission and stressed the desirability of 
flexibility in accounting requirements. The 
commission requested that a committee of 
accountants be formed which might be 
available for consultation with the com- 
mission from time to time. It was an- 
nounced that the American Institute of 
Accountants had already appointed such a 
committee. 

Later the Institute’s committee, with the 
collaboration of representatives of the 
American Society of Certified Public Ac- 
countants, prepared written suggestions for 
submission to the commission as a result 
of the conference. 


Appointment 
Charles E. Mather, New York, member 


of the board of examiners of the American 
Institute of Accountants, has been ap- 
pointed by the president to represent the In- 
stitute on the National Advisory Commit- 
tee of Citizens, an adjunct of the National 
Schoolmart and National Schoolview, 
which are sponsored by the National As- 
sociation of Public School Business Offi- 
cials, Teachers College, Columbia Uni- 
versity and the School of Education, New 
York University. 
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Accounting Requirements of R. F. C. 


Regulations recently promulgated by the 
reconstruction finance corporation under 
the act of congress approved June 19, 1934, 
relating to direct loans by the corporation 
for industrial purposes, provide for audit 
of the applicants’ accounts by independent 
accountants, the submission of prescribed 
financial statements and contain other pro- 
visions that bear directly upon the practice 
of public accountancy. 

As stated in form L-173, an applicant 
for a loan under the act must agree at all 
times to keep proper books of account and 
to maintain a standard and modern system 
of bookkeeping. It must further agree to 
an examination at its own expense, in such 
manner and at such times as the R.F.C. 
may require, of any books or records relat- 
ing to its financial condition. 


As long as the loan shall be outstanding 
the applicant must agree to furnish to the 
R.F.C. complete reports of its financial 
condition as at the end of each semi- 
annual period of his fiscal year within 
60 days after the close of such period. 
These must be certified by a responsible 
officer of the concern. It must further 
agree to furnish, if requested by the 
R.F.C., within 120 days after the close 
of each fiscal year, an audit certified by 
independent public accountants satisfactory 
to the R.F.C., showing the applicant’s 
financial condition and the result of opera- 
tions for the period. 


As a part of its application for a loan, 
the applicant must submit a comparative 
statement of condition, a comparative state- 
ment of income and expense and current 
financial statements as of a date not over 
30 days preceding date of application. It 
must also furnish an audit report, certified 
by independent accountants, as of a date 
not more than six months preceding the 
date of application. If the foregoing state- 
ments are not on a consolidated basis, an 
independent audit of each subsidiary and 
affiliated organization as of the same date 
as the applicant’s audit is required. 

The applicant must agree to reimburse 
the R.F.C. for any expenses incurred by it 
arising out of the application, including 
those which may be incurred in the conduct 


of investigations and examinations by ac- 
countants acting as agents of the R.F.C. 


ACCOUNTANTS’ FEES 


Prior to the granting of a loan the ap- 
plicant must depose that he has not paid 
and must agree that he will not pay to any 
person a bonus, fee or commission in con- 
nection with the application for or obtain- 
ing of the loan. Contingent fees are 
specifically forbidden. 

The regulations further provide that the 
amount of any charge or expense, in con- 
nection with the loan or application, for 
the services of accountants or others, must 
be stated in the application. In the event 
that such compensation is not determinable 
at the date of the application, it is provided 
that no compensation for such services 
shall be paid without the written consent 
of the R.F.C. 

Calling attention to these requirements, 
the Institute communicated with Jesse H. 
Jones, chairman of the R.F.C., and pointed 
out that the regulations, if made less rigid, 
might be more effective. Portions of this 
letter follow: 


“It is exceedingly difficult for a professional 
accountant to state in advance precisely what 
fee his work will entail. It is generally pos- 
sible to make a flexible estimate of the fee, but 
reputable accountants are careful to explain 
to their clients that if in the course of their 
investigation some unforeseen conditions are 
discovered more time and effort than that orig- 
inally estimated may be necessary in order to 
complete an adequate investigation. In such 
circumstances the accountant would find it 
necessary to charge a fee higher than that 
originally estimated. 

“If under conditions such as those outlined 
an applicant had contracted with the R. F. C. 
to pay no fee to the accountant greater than 
that originally estimated, the accountant would 
be faced with the alternative of losing money 
on the engagement or curtailing his investiga- 
tion to such an extent that loss would be 
avoided. Such curtailment would obviously in- 
validate the protection which an independent 
audit is presumed to afford and reputable ac- 
countants would prefer to lose money on an 
engagement rather than to risk the loss of repu- 
tation which might result from inadequate in- 
vestigation. However, it is not reasonable to 
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suppose that many accountants would accept 
engagements in which the risk of loss was great, 
and there might be a tendency for work of 
this character to fall into hands of less able 
and less cautious accountants. 


“The alternative to quotation of a flat fee 
in advance is an agreement that the applicant 
will not pay a fee without prior written con- 
sent of R. F. C. Reputable accounting firms 
already enjoying a satisfactory practice would 
be reluctant, it might reasonably be supposed, 
to undertake engagements in which unforeseen 
difficulties might arise, the fee for which was 
to be dictated by an officer or agent of the 
R. F. C. who might have no means whatever 
of estimating the various factors which led to 
the accountant’s charge for the work. 


“Our fear is chiefly that a rigid requirement 
of this kind may have the tendency of throw- 
ing audits for purposes of R. F. C. loans into 
the hands of less competent and less responsible 
practitioners. This has been the experience in 
municipal audits in many parts of the country 
because of the fact that advance bids are often 
required, and reputable firms prefer not to 
engage in competitive bidding for engagements 
for the reasons already stated. 


“Would it not be possible to accomplish the 
results you have in mind through a little less 
rigid requirements? Accountants throughout 
the country will readily recognize that fees in 
engagements undertaken for purposes of R. F.C. 
loans should be reasonable. The rules of pro- 
fessional conduct of the American Institute of 
Accountants forbid contingent fees in cases of 
this kind and we are delighted to note that 
your regulations specifically forbid fees of this 
character.” 


Subsequent to the sending of this letter, 
a representative of the Institute conferred 
with the R.F.C. and received an explana- 
tion of the policy of the corporation with 
respect to accountants’ fees. 


It was indicated that if circumstances 
are such that the work of the accountant 
is not completed at the time the applica- 
tion is submitted, only the fee for work 
to that date need be stated, with a paren- 
thetical reference to the fact that the en- 
gagement is not yet complete; or a state- 
ment may be made that the engagement is 
not complete and the total fee may be 
stated as an estimate. Assurance was given 


that any reasonable fee, even though it ex- 
ceeded the estimate, would be approved. 

The fact that an accountant can not 
properly quote in advance a fee for future 
work was fully appreciated, it was said. 
It was further stated that occasions in- 
volving this difficulty would probably not 
be frequent, because most of the financial 
statements required must be filed with the 
application and the work of the account- 
ant therefore would usually be completed 
and his fee would be determinable. The 
Institute was invited to present any prob- 
lems that might arise in the performance of 
engagements under the regulations and was 
assured that they would receive proper 
consideration. 


Dominion Association of Chartered 
Accountants 


Officers and members of the American 
Institute of Accountants have been invited 
to attend the annual meeting of the 
Dominion Association of Chartered Ac- 
countants, which will be held at Montreal, 
September 4th to 7th, 1934. The Institute 
will be represented officially by its presi- 
dent, secretary and possibly other officers. 

The first two days of the meeting will 
be devoted to meetings of council and ex- 
ecutive committee, registration and, on the 
evening of September 5th, a reception for 
members and guests at the Mount Royal 
hotel, which will be the headquarters of 
the meeting. The first general session will 
convene at 9:30 a.m. on September 6th. 
It will be devoted largely to the address 
of welcome, the president’s annual address 
and the delivering of reports. The after- 
noon of this day will be given over to golf 
and sight-seeing excursions. All attending 
the convention will be entertained at a din- 
ner dance by the Society of Chartered Ac- 
countants of the Province of Quebec. 

The second general session, on the morn- 
ing of the 7th, will include the reading of 
a paper on “The new Dominion companies 
act” by Alfred B. Shepherd, of Toronto, 
and discussion of the subject. The after- 
noon session of this day will be devoted 
to two papers, “Investigations,” by J. Gray 
Mundie, of Winnipeg, and “Some phases 
of income tax,” by A. P. Foster, of Van- 
couver. 


# 
9 


Bulletin of American Institute of Accountants 


At the annual banquet, which will be 
held at 7:30 p.m. on September 7th, Dr. 
W. C. Clark, deputy minister of finance, 
Ottawa, will speak on “The Bank of 
Canada.” 

Arrangements may be made for golf dur- 
ing the week-end following the meeting. 

It will be remembered by many that 
George C. McDonald, president of the 
Dominion Association, attended the 1933 
annual meeting of the American Institute 
at New Orleans. 

All members of the Institute who de- 
sire to attend the meeting at Montreal 
should notify the secretary of the Institute 
of their intention so that the proper ar- 
rangements may be made. 


Rules of Competition for the Mis- 
souri Tennis Trophy 


Following are the rules that will govern 
competition for possession of the Missouri 
tennis trophy at the annual meetings of the 
Institute : 


1. The local tennis committee, wherever the 
annual meeting of the American Institute of 
Accountants is held, shall make arrangements 
for judges and umpires; for courts, equipment, 
and tennis balls; and for conducting the tourna- 
ment competition and reporting the results 
thereof to the Institute. 

The local committee shall also attend to the 
presentation of the trophy and, shall each year 
have engraved on the trophy the year, the 
names of the members of the winning team, 
and the name of the state society or chapter 
to which they belong. The trophy shall be 
retained by the winning state until the next 
annual competition. 

2. Competition for the trophy will be open 
to any state society or chapter thereof, but 
not to more than one team from each chapter. 
Competing teams shall consist of two members 
or auxiliary members (provided they be bona 
fide accountants) of each state society or chap- 
ter, and one woman who must be a relative 
of one of the members of the team. 

Each state society or chapter thereof desir- 
ing to enter a team, shall choose a team from 
among its members or auxiliaries by competi- 
tion or appointment at some time prior to 
the date of the Institute’s annual meeting. 

3. The various teams shall play against each 
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other by rounds, the winners of the first round 
being paired and so on, and the winners of 
the final round shall be declared the winner 
of the trophy for the year. 

4. The matches shall consist of play by the 
various teams of— 

2 singles matches of three sets each—men; 

1 mixed doubles match of three sets—one 
man and one woman on each side. 


Each male player of a team shall be re- 
quired to play in one of the two singles matches, 
and each team must advise the committee in 
charge, in advance of the date of the annual 
meeting, which of these male players is No. 1 
player and which is No. 2 player. 


The winner shall be the team first gaining 
two matches. The singles matches shall be 
played first, and in the event that one team 
wins both of these matches, the mixed doubles 
may, at the discretion of the committee, not 
be played. 

If the number of teams entering the com- 
petition is so great that it may not be possible 
to complete the tournament within the time 
allotted, the committee shall have power to 
modify the foregoing rules so as to insure that 
the tournament be completed. 


After the year 1934, if possible, entries for 
the competition should be made 30 days before 
the date of the annual meeting, so that if made 
necessary because of the number of entries, 
the committee in charge of arrangements may 
require matches to be played by districts desig- 
nated by them, leaving only the semi-final and 
the final matches to be played during the an- 
nual meeting. 

In all other respects, the prevailing rules of 
tennis, as published by the United States Lawn 
Tennis Association, will apply. 

5. A copy of these rules will be kept on file 
in the office of the secretary of the Institute, 
and the committee in charge of arrangements 
in the city where the Institute is to convene 
should receive a copy of these rules at least 
45 days prior to the date of each meeting. 


John R. McCartan, of Pittsburgh, has 
been appointed to the efficiency and econ- 
omy commission of the National Economy 
League, which has been investigating the 
financial condition of the city of Pitts- 
burgh. 
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Responsibility of Auditors 


Criticism of annual reports certified by 
public accountants expressed by John A. 
Mirt in the Chicago Daily News together 
with a reply to that criticism by the Amer- 
ican Institute of Accountants was published 
in the Bulletin for July 16, 1934. The 
following comment by Mr. Mirt appeared 
in the same newspaper on July 31st: 

“Several constructive moves to make audited 
financial reports more illuminating are sug- 
gested by an outstanding certified public ac- 
countant. One of these is to have corporate 
auditors elected by the stockholders, as is done 
in England and as is being done by the East- 
man Kodak company and perhaps a few other 
concerns in this country. 

“Such a step would give a degree of inde- 
pendence to auditors which they do not now 
have. As it is in 99 per cent. of the cases, 
auditors are engaged by corporation manage- 
ment, usually the principal executive, and only 
indirectly serve the board of directors or, 
more remotely, corporate stockholders. 

“While it is true that they are engaged for 
the corporation and paid out of stockholders’ 
money, the accountant practically is at the 
mercy of the management. He has no means of 
appeal to the corporate directors or stockhold- 
ers, for to do so he is faced with the certainty 
of loss of the account. 

“In the event of serious differences of opin- 
ion between management and auditors, the fol- 
lowing courses are open to auditors: 

“They may convince the management of the 
soundness of their views. 

“They may work out some compromise. 

“They may accept the management's views. 

“They may withdraw from the engagement 
and take their chances on collection of fees 
for work done, plus a certainty of losing the 
account. 


AupiTor CARRIED LOAD 


“In practice, all four courses are followed, 
but, in the vast majority of cases, the account- 
ant determines in his own mind what is right 
and ‘sells’ this program to the management. 
Up until recently the accountant has carried 
the task of education for better financial state- 
ments almost unaided and against terrific odds. 
Recent legislation has strengthened his posi- 
tion and has impressed officers and directors 
with their own responsibility, which in the 


past they have frequently failed to recognize. 

“Another constructive factor suggested by 
the accountant, who prefers that his name be 
not disclosed, is to have the entire board of 
directors of a company meet with the auditors 
to review the annual report and pass on con- 
troversial matters prior to their release. This 
has been done in many instances, for it gives 
the board first hand knowledge as to the care- 
fulness of the auditors and impresses upon 
the directors their responsibility. An entire 
board is collectively more conservative than its 
individual members. 


“ ‘Legally and morally,’ the accountant points 
out, ‘the directors and management of a cor- 
poration are more responsible for the contents 
of the annual report than the auditors. It 
has sometimes been hard to make them see 
this responsibility. A part of their steward- 
ship is to see that reputable auditors are se- 
lected, that the scope of their work is not 
unduly restricted, and that the corporate state- 
ments are not misleading.’ 


Pusiic CAN Move 


“Unquestionably, the accountant’s influence 
in the last few years has been for the best 
interest of the public, because there has been 
accomplished a great deal in improving cor- 
porate reports. Audits are undeniably better as 
a rule, certificates more informative, statements 
more comprehensive. There are exceptions, of 
course. As a result of the work of the Ameri- 
can Institute of Accountants’ committee codp- 
erating with the New York stock exchange, au- 
ditors’ certificates this year are more uniform, 
although it frequently happens that even the 
careful reader must draw his own conclusion. 


“Individually, the larger accounting firms are 
working toward a constructive program, but the 
profession as a whole is not organized and it 
is doubtful whether it can be organized in 
sufficient strength to insure always getting re- 
liable auditors and informative certificates. 
For instance, in 1931 there were 533 firms in 
Chicago, of which only 121 had been in busi- 
ness more than ten years; of all the firms in 
business in 1921, only one-third were left a 
decade later. 

“Public sentiment can do much toward 
forcing corporation managements to accelerate 
the trend toward more disclosures in future 
accountants’ certificates. The accountants are 
willing that the movement continue.” 
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Cost Accounting and the N. R. A. 


A memorandum issued by the national 
recovery administration on July 20th states 
that its future policy will be to favor “cost 
or market, whichever is lower” as the 
normal basis for the valuation of materials 
wherever they appear in the cost formulas 
which have been provided in approved 
codes. 

“This policy has been adopted,” the 
memorandum states, “instead of ‘either 
market or cost’ to avoid the evils of pro- 
visions which require artificial mandatory 
profits to those who have accumulated in- 
ventories at low prices and to avoid the 
necessity of shifting the formula for cost 
from time to time to the basis which is at 
the moment most favorable to industry, in 
view of current market conditions.” 


Official interpretation of the new policy 
indicates that its application to codes al- 
ready approved is not to be arbitrary and 
“need not be expected” unless the imprac- 
ticability of inconsistent code provisions has 
been demonstrated by experience. Codes 
awaiting approval, it is stated, will be ap- 
proved despite their containing provisions 
that are inconsistent with the new policy 
if they are otherwise acceptable. Flatly 
inconsistent provisions, however, may be 
stayed until the affected industry has had 
an opportunity to show the necessity for a 
variation from the policy just adopted. 


Lowest REASONABLE Cost 


The national recovery administration has 
also announced a tentative definition of the 
phrase “lowest reasonable cost” which it 
offers as a guide in the construction of cost 
formulae. The announcement, in part, 
follows: 

“‘Lowest reasonable cost’ is not a figure— 
it is a point on a scale, the scale in each case 
being the range of costs in the particular in- 
dustry or for the particular product. Only in 
specific cases can amounts be used. In gen- 
eral, it is necessary to find a formula by which 
that point on the scale may be determined. 

“A perfect formula cannot be worked out 
theoretically. It will require close study of 
a number of tentative experimental formulae. 
But it is hoped the following definition will 
prove to be an invaluable guide line: 
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“Lowest reasonable cost’ is defined for the 
purposes hereof, as follows: 

“*(a) The figure must neither be high enough 
to result in fixing price nor to cut off normal 
existing price competition. 

“*(b) The figure must be within the range 
of the lowest “costs” (as defined below), which 
means costs of that group of producers be- 
lieved by the administration to be the most 
efficient. 

“*(c) The figure fixed must be “reasonable,” 
which means (a) that costs which, due to 
freakish or extraordinary advantages not avail- 
able to all such efficient producers, are even 
less than those of the other most efficient con- 
cerns in the industry, must be left out of con- 
sideration, and (4) that the figure is not rigidly 
limited to the actual costs of any particular con- 
cern. 

““(d) The “costs” of such efficient concerns 
for purposes hereof, include actual necessary 
outlay found by the administration to be di- 
rectly required in the production and sale of 
the product or service, including his finding of 
an amount deemed proper and reasonable on 
account of maintenance and allocation of actual 
overhead on the basis of his finding of fullest 
normal load factor. Interest and return on 
capital investment are among the items ex- 
cluded.’ 

“Analyzing this definition a step further, it 
becomes more a set of instructions than a 
definition. 

“Industry is asking two vital questions— 
‘When is price cutting destructive?’ and ‘At 
what point does a price cutter become a code 
violator, subject to restraint at the hand of 
the law?’ 

“NRA proposes to develop rules and regu- 
lations which will provide the final answers 
to industry’s questions, but there is a present 
problem to be handled. A useful set of find- 
ing rules and regulations can only be built 
out of experience. This requires time. The 
many and various price-cutting situations which 
present themselves for immediate handling are 
the laboratory in which the formula will be 


perfected. In the meantime NRA has evolved 
the foregoing tentative instructions for its 
guidance.” 


Cost SysTEMS 


Cost-accounting systems submitted by the 
code authorities of the tile-contracting divi- 
sion of the construction industry and the 
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ready- made-furniture-slip-covers - manufac- 
turing industry have recently been ap- 
proved by the national recovery adminis- 
trator. 

The system approved for the former 
makes it obligatory upon every contractor, 
in submitting bids, to include in his estimate 
all specified items of cost for materials and 
labor, and to add to the sum of these 20 
per cent. as an overhead charge. In addi- 
tion to these, the contractor may add such 
profit as he deems proper. 

Under the system approved for the slip 
covers manufacturing group, cost will be 
determined by including the following: 

1. Material at the actual or market cost, 
whichever is lower. 

2. Actual direct factory labor of manu- 
facture. 

3. Shipping expense. 

4. Actual discount allowed. 

5. Rent, taxes, heat, power and light, 
and those items of factory overhead that 
vary directly with production to be in- 
cluded at actual cost. 

6. General administrative overhead on 
the same basis as fixed factory overhead. 


Accounting Methods of City of New 
York 


Further improvements in the accounting 
methods of the city of New York have re- 
cently been made. 

All accounting has been brought under 
the supervision of the department of 
finance. Purchases are to be centralized 
and a general system of internal check in- 
stalled. Revenues are now entered on an 
accrual rather than a cash basis. Modern 
accounting machinery, which it is said will 
save $50,000 annually, has been installed 
in the pay-roll division. The manual 
which has guided the accounting staff of 
the city for the past twenty-five years is 
being revised to conform to the new system. 

The city has also adopted the policy of 
publishing in the public press a weekly 
statement of receipts and disbursements and 
a monthly summary of financial condition. 
These two statements give fairly complete 
indication of the immediate state of the 
city’s finances, and, when compared from 
period to period, reflect accurately the trend 
of its financial condition. 


Federal Credit Union Act 


The act of congress designed to estab- 
lish a federal credit union system, approved 
by the president on June 26th, contains pro- 
visions for the auditing and reporting of 
such unions to the governor of the farm 
credit administration. These portions of 
the act are as follows: 

“Sec. 6. Federal credit unions shall be un- 
der the supervision of the governor, and shall 
make such financial reports to him (at least 
annually) as he may require. Each federal 
credit union shall be subject to examination by, 
and for this purpose shall make its books ac- 
cessible to any person designated by the gover- 
nor. The governor shall fix a scale of exami- 
nation fees designed, as far as is practicable, 
so that in each case the fee to be paid shall 
equal the expense of such examination, which 
fees shall be assessed against and paid by 
each federal credit union promptly after the 
completion of any such examination: 


“Provided, however, that if a federal credit 
union has assets of less than $25,000 the gov- 
ernor may accept the audit report of a prac- 
tising public accountant in place of such ex- 
amination and may relieve such federal credit 
union of the obligation to pay the examination 
fee required by this section. . . 


“Sec. 11 (e). The supervisory committee shall 
make, at least quarterly, an examination of 
the affairs of the federal credit union, includ- 
ing an audit of its books; shall make an annual 
audit and a report to be submitted at the an- 
nual meeting of the corporation. . . . The 
supervisory committee shall cause the pass- 
books and accounts of the members to be 
verified with the records of the treasurer from 
time to time and not less frequently than once 
every two years.” 


Ruling of Federal Trade Commission 
under Securities Act 


The federal trade commission on July 
13th announced the adoption of form G-2 
for the registration of non-producing oil 
and gas royalty interests, subject to the 
provision, however, that registration state- 
ments for such interests on form A-1 be 
accepted up to and including August 15th. 
At the same time it announced that rules 
and instructions for its use were available. 
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Listing Requirements of Stock Ex- 
es 


New YorK 


The stock list committee of the New 
York stock exchange has recently published 
in pamphlet form a revised summary of its 
requirements for the listing of securities, 
including certain provisions affecting pub- 
lic accountants and their practice which 
have been reported in earlier issues of the 
Bulletin. These requirements are here 
summarized, with the headings which they 
bear in the regulations of the exchange: 


Requirements for Original Listing 
Stock 


O. Policy as to depreciation. 

S. Statement whether or not stock registered 
under national securities act of 1933. (If not 
registered, legal opinion that registration not 
required must be stated.) 

U. Financial statements: (1) earnings for 
preceding five years, if available, with interest 
charges, depreciation and federal taxes; (2) 
income and surplus account of recent date for 
at least two years, if available; (3) balance- 
sheets of same dates; (4) balance-sheet giving 
effect to recent financing, if any; (5) similar 
accountings for predecessor, constituent, sub- 
sidiary, owned or controlled companies; (6) 
corporation consolidated within one year pre- 
vious to date of application, income and surplus 
account and balance-sheet of all companies 
merged and balance-sheet of applying corpora- 
tion; (7) if in hands of receiver within one 
year previous to date of application, (a) in- 
come account and balance-sheet of receiver at 
time of discharge, if available, (b) balan <- 
sheet at close of receivership, if available, and 
(c) balance-sheet at date of reorganization. 

V. Certificate of independent public account- 
ants, qualified under the laws of some state or 
country, certifying as to the correctness of the 
balance-sheet, income account and _ surplus 
statement of financial statements for most re- 
cent year, and showing scope of audit and 
qualifications, if any, made by the accountants 
in respect thereto. ; 

X. Fiscal year. 


Bonps 


An application for an original listing of 
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bonds must cite all information required for 
listing stock. 


Requirements for Listing of Additional 
Amounts 

F. Statement whether or not securities reg- 
istered under national securities act of 1933. 
(If not registered, legal opinion that registra- 
tion not required must be stated.) 

I. Financial statements: (1) Earnings for 
preceding five years, if not already included 
in previous applications; (2) income account, 
surplus account, and balance-sheet of recent 
date for two years, together with similar finan- 
cial statements of constituent, subsidiary, owned 
or controlled companies, or consolidated finan- 
cial statements. 

J. Certificate of independent public account- 
ants qualified under the laws of some state or 
country, certifying as to the correctness of the 
balance-sheet, income account and _ surplus 
statement for the most recent fiscal year, and 
showing the scope of the audit and the qualifi- 
cations, if any, made by the accountants in 
respect thereto. 

K. Policy as to depreciation and depletion. 


Papers to Be Filed with Applications 
For Stocks 


to. Opinion of counsel to effect registration 
under national securities act of 1933 not re- 
quired (where securities not registered). 

19. Certified copy of income accounts, sur- 
plus accounts and balance sheets contained in 
application. 

20. Agreements. 


For Bonps 

All papers required for listing stocks. 
For Securities OF REORGANIZED CORPORATIONS 

1. All papers required for listing stocks and 
bonds. 

4. Certified income and surplus account and 
balance-sheet at close of receivership, if 
available. 


5. Certified balance-sheet at date of reor- 
ganization. 


Agreements 
II 


1. To publish at least once in each year and 
submit to stockholders at least fifteen days in 
advance of the annual meeting of the corpora- 
tion, but not later than ................ a bal- 
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ance-sheet and income statement for the last 
fiscal year and a surplus statement of the ap- 
plicant company as a separate corporate entity 
and of each corporation in which it holds di- 
rectly or indirectly a majority of the equity 
stock; or, in lieu thereof, eliminating all inter- 
company transactions: 

A similar set of consolidated financial state- 
ments. If any such consolidated statements ex- 
clude any companies a majority of whose equity 
stock is owned, (a) the caption will indicate 
the degree of consolidation; (b) the income 
account will reflect, either in a footnote or 
otherwise, the parent company’s proportion of 
the sum of or difference between current earn- 
ings or losses and the dividends of such un- 
consolidated subsidiaries for the period of re- 
port; and (c) the balance-sheet will reflect, in 
a footnote or otherwise, the extent to which 
the equity of the parent company in such sub- 
sidiaries has been increased or diminished since 
the date of acquisition as a result of profits, 
losses, and distributions. Appropriate reserves, 
in accordance with good accounting practice, 
will be made against profits arising out of all 
transactions with unconsolidated subsidiaries, in 
either parent company statements or consoli- 
dated statements. 

Such statements will reflect the existence of 
any default in interest, cumulative dividend 
requirements, sinking fund or redemption fund 
requirements of any controlled corporation 
whether consolidated or unconsolidated. 

z. That all future annual reports sent to 
stockholders, or published after three months 
from the date of this application, shall be au- 
dited by independent public accountants quali- 
fied under the laws of some state or country, 
and shall be accompanied by a certificate of 
such public accountants showing the scope of 
such audit and qualifications, if any, made by 
them in respect thereto. 

3. To publish all future annual financial 
statements of any character, in the form con- 
tained in the listing application and, in the 
publication of reports of earnings for any pe- 
riod of less than a fiscal year, to show net 
profits in the aggregate with the same degree 
of consolidation as in the annual report and 
earnings per share after depreciation, deple- 
tion, income taxes and interest, estimating the 
proportionate amount of these items as accu- 
rately as may be if not finally determined at 
date of publication. 


4. To publish periodical statements of earn- 
ings, as agreed upon with the committee. 

5. Not itself, and not to permit any sub- 
sidiary, directly or indirectly controlled, to 
take up as income stock dividends received at 
an amount greater than that charged against 
earnings, earned surplus or both of them by 
the issuing company in relation thereto. 

6. Not to make any change in depreciation 
in policies as described in the application and 
not to make any substantial change in any 
percentages therein recited as applicable to 
particular classes of property without notifying 
the stock exchange and without calling atten- 
tion to such changes in the next succeeding 
published report and, if this be an interim re- 
port, also in the next succeeding annual report. 


The listing requirements of the New 
York curb exchange which particularly af- 
fect the practice of public accountants will 


be summarized in a subsequent issue of the 
Bulletin. 


Auditor as Public Service Commis- 
sioner 


In recommending revision of the state 
laws pertaining to the public utilities com- 
mission of Ohio, a candidate for governor 
recently declared that a much more efficient 
body could be developed through the inclu- 
sion of a certified public accountant in its 
membership. 


Accountancy Twenty- Five 
Dears Ago 


“Public accounting has experienced a _ re- 
markably broad development in this country 
since the inception of its newly created profes- 
sional status. The demand for the services of 
the certified public accountant is becoming 
greater each year. 

“Every modern draft of corporate by-laws 
should contain (as many do) some provision 
for an audit of the accounts and records at 
stated intervals. This comparatively new busi- 
ness safeguard is now generally conceded as 
indispensable, and the day is not far-distant 
when legislation will be enacted throughout 
the country compelling corporations to secure 
the accountant’s certificate through the regular 
procedure of an audit.” 

The Journal of Accountancy, August, 1909. 
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ACTIVITIES OF LOCAL SOCIETIES 


EMPLOYMENT SERVICE 


The University of Denver school of com- 
merce and the Colorado Society of Certi- 
fied Public Accountants have established 
coéperation in the matter of employment 
which is expected to be of real benefit to 
both. The school has expanded its place- 
ment bureau and has placed its facilities 
at the disposal of the members of the 
society without charge. The society has 
agreed that applications received by its 
members shall be referred to the bureau 
for investigation and classification. The 
service is not restricted to applicants who 
are graduates or students of the school. 


INVENTORIES 

The question of the auditor’s responsi- 
bility in the verification of inventories has 
been studied by the New York State 
Society of Certified Public Accountants 
with the result that a resolution—quoted 
in part below—was passed at a recent meet- 
ing. 

“RESOLVED, That it is the sense of the 
New York State Society of Certified Pub- 
lic Accountants that, if a certified public 
accountant reports on a balance-sheet of a 
concern over his signature without quali- 
fications or special explanation as to the 
item of merchandise inventories contained 
therein, it shall imply that he has exercised 
care in his examination by making account- 
ing tests and checks of the concern’s books 
of account and other available records per- 
taining to merchandise inventories, that he 
has received all information and explana- 
tions he has required from the officers and 
employees responsible for the taking and 
valuation of the merchandise inventories, 
and so far as accounting methods permit, 
has satisfied himself as to their substantial 
correctness, but that, as regards the in- 
formation and explanations he has required 
and as to ownership, physical quantities, de- 
scription, quality, condition, marketability 
and valuation of the merchandise, he has 
relied upon the representations of the con- 
cern’s management, subject to such checks 
as may have been obtainable from the 
records in respect thereto.” 
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Society LIBRARIES 


The Society of Louisiana Certified Pub- 
lic Accountants is added to the list of 
local societies which have provided library 
facilities for their members and others in- 
terested in accounting matters. 


By arrangement with the New Orleans 
public library, following generally the plan 
first evolved by the Maryland Association, 
the members of the society now have at 
their disposal a varied and comprehensive 
collection of accounting texts. The books 
are accessible to the general public but 
may be withdrawn only by presentation of 
an identification card issued to members by 
the library committee of the society. 


County AUDITING 


A bill to provide for periodic audits of 
Idaho counties under uniform specifications 
will be introduced at the next session of 
the state legislature, it has been announced. 
The bill is to be drafted by a committee 
of four, the examiner of the state bureau of 
public accounts, the state auditor, the state 
treasurer and the secretary of the Idaho 
Society of Certified Public Accountants. 


ACCOUNTING PUBLICATIONS 


The Worksheet is the title of the latest 
entrant into the field of accounting journal- 
ism. It is a monthly bulletin published by 
the Michigan Association of Certified Pub- 
lic Accountants. The first issue appeared 
in July. It is a four-page pamphlet, and 
contains brief news of the association and 
of the state board, as well as signed 
articles. 


Clyde A. Morwood, of Springfield, Mo., 
addressed students of the Springfield school 
of law on the subject of ““T'axation—theory 
and practice” at a recent assembly. 


An accounting text in two volumes by 
Paul W. Pettingill, of Chicago, entitled 
Modern bookkeeping and accounting, with 
a book of model answers and solutions, 
was published in June by the press of the 
Lake College of Commerce. 
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WHAT ACCOUNTANTS ARE SAYING 


EpUCATION FOR ACCOUNTANCY 


In recent months there have been few topics 
more widely discussed among the state socie- 
ties of public accountants than the problems 
involved in the adequate training of young men 
for the profession. The question received 
thorough treatment in a report to the Phila- 
delphia chapter of the Pennsylvania Institute 
of Certified Public Accountants prepared by 
J. Lockwood, for the chapter’s committee on 
education. Mr. Lockwood suggests the follow- 
ing points for consideration: 


“zy, The development and improvement and 
carrying out of an educational policy cannot be 
secured under a plan of committee appoint- 
ments involving yearly or bi-yearly changes. 
It is therefore suggested that a nucleus of old 
members of the committee be reappointed in 
order that the work may be carried on as 
planned. This suggestion should be applied to 
membership in other standing committees. 


“2, The continued education of the members 
themselves and methods of accomplishment. A 
committee might for instance prepare for dis- 
tribution from time to time lists of authori- 
tative magazine articles, pamphlets, books in 
accounting and allied fields which should be 
perused by the members. 


“3. The selection and education of juniors. 
A satisfactory plan for the selection of juniors 
entering accounting offices should be developed. 
It is exceedingly important that this be done. 
It should be realized that haphazard selection 
and haphazard methods of training juniors are 
extremely costly in the long run. While formal 
collegiate education will not eliminate the 
Necessity for practical experience it should 
shorten the time required to enable one to 
become a ‘practical’ accountant. The profes- 
sion has an obligation to absorb those qualified 
for admission and must give them an adequate 
training. Therefore standards for the admis- 
sion and subsequent training of juniors should 
be developed if the profession hopes to live, 
to advance and to enjoy the respect and confi- 
dence of the business world. 

“4. It is believed that the professional ac- 
countants can render a worthwhile service to 
themselves by codperating more closely with 
educational institutions. What accounting 
should be taught and what emphasis should 


be placed on the various phases of the work? 
Should specialized courses such as cost ac- 
counting, auditing, income tax, etc. have a place 
in accounting curricula, or is it more desirable 
to teach the fundamentals and to attempt to 
develop analytical ability? If accountants 
know what qualifications they want their 
juniors to possess why not tell the universities 
and colleges? 

“s. Is it not about time that the business 
men and the public were given an inkling as 
to the services which accountants are prepared 
to render to them? Cannot the group, as a 
group, do honorably some of those things which 
it prohibits the individual members from do- 
ing? Will the individual lose caste and stand- 
ing if the group, for instance, advertises on 
behalf of its members? 

“6. It is suggested that the committee re- 
ports of this chapter, other chapters also, be 
printed as part of the Spokesman at the close 
of the year. Your education committee believes 
these reports should be made available to all 
the members in order that they may be well 
informed regarding the thoughts and hopes and 
aspirations of many of their fellow practi- 
tioners.” 


AUDITS FOR CREDIT 


Accountants and bank credit officers have 
found many ways to codperate to their mutual 
advantage. A writer in a recent issue of Bur- 
roughs Clearing House tells how one banker has 
provided against misunderstanding \as to the 
scope and purpose of the audit. 

He makes it a rule in unsecured loans above 
a certain amount “not merely to have a C. P. A. 
audit, but to insist on an interview before the 
audit with customer and auditor in which the 
scope of the audit and instructions to the auditor 
are frankly discussed. After the audit is com- 
pleted, another interview takes places in which 
the banker, customer and accountant examine 
the figures set up, and again frank discussion 
is felt to be good for both sides. . . . Some 
loaning officers may feel that customers would 
resent such a minute investigation of their 
affairs, but in the last analysis the customer who 
is unwilling to go the limit in the direction of 
frankness with his banker is not entitled to 
credit at all. Either he is afraid to face the 
audit, or else he belongs to that class of busi- 
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ness men who are so sure of themselves that 
they say: ‘I know my business and no person 
can tell me anything about it.’ Such individuals 
are poor risks.” 


PROFESSIONAL ETHICS 


In an article entitled “Professional ethics 
and the student,” appearing in the June issue 
of The Accounting Review, Maurice E. Pelou- 
bet, chairman of the board of examiners of 
the American Institute of Accountants, states 
his interpretation of the theory underlying the 
Institute’s rules of professional conduct and 
the intent and application of each. The article 
was intended for the information of account- 
ing instructors, many of whom receive queries 
from students and others since the Institute 
recently adopted the policy of including a 
question on ethics in its examinations. The 
article, in part, says: 

“The rules of ethics of the American Institute 
of Accountants are clear and reasonable state- 
ments of principle, as are the various resolu- 
tions which amplify them. Their actual appli- 
cation, however, is not always equally clear, as 
this generally demands close and careful anal- 
ysis of a complicated situation to which the 
committee on ethics and the council of the In- 
stitute must apply their mature and impartial 
judgment. 

“It is almost unheard of for a member of the 
Institute to break one of the rules openly and 
knowingly. If a member decided in his own 
mind that he could not be bound by one of the 
rules and that he intended consistently to act 
in a manner directly contrary to it, he would, 
in all probability, resign from the Institute. 
Most cases which come up for decision are 
those in which a member believes he has not 
violated a rule and the complainant alleges a 
violation. This means that the cases before 
the ethics committee and the council are gener- 
ally one of two sorts: either the member has 
innocently and unknowingly broken a rule or 
the member has knowingly pursued a course of 
action which he contends is not contrary to any 
rule. In the first case, the member generally 
admits his error and is told to ‘go and sin no 
more.’ In the second case, the facts are care- 
fully considered and, if it is decided that there 
has been an infraction of a rule, the member 
is so informed and is adequately disciplined. 
It will thus be seen that plain and flagrant vio- 
lations of the rules of professional conduct are 
so infrequent and so easily distinguished that 


they do not constitute a very serious problem 
and do not demand much consideration. For 
instance, if the members of a firm of account- 
ants honestly believe that the way to build up 
a good practice is by widespread advertising in 
magazines and newspapers they will not be ad- 
mitted to the Institute or will resign if they are 
already members. This will also be the case 
with an accountant who employs men on a 
house-to-house basis to solicit audit and ac- 
counting work or does the greater part of his 
work on a contingency basis. These are plain, 
simple violations and are not punishable by 
law. Violations related to false statements are, 
in most states, criminal offenses so that the ac- 
countant who offends in this respect is punished 
whether or not he is a member of the Institute 
or any state society.” 


ACCOUNTANCY EDUCATION ABROAD 


For those who are interested in the subject of 
education for the practice of accountancy we 
quote the following comment by The Account- 
ant, official publication of the Institute of 
Chartered Accountant: of England and Wales, 
upon a recent series of open forum discus- 
sions conducted mainly for the younger mem- 
bers of the profession. 

“The Society of Incorporated Accountants 
and Auditors is to be sincerely congratulated 
on the success of the post-graduate course in 
accountancy held at Cambridge last week. The 
inauguration of the course was an experiment 
which has been completely justified by its suc- 
cess and there can be little doubt that it will 
be repeated in future years. 

“The aim of those who initiated the scheme 
was to give the younger members of the so- 
ciety an opportunity, such as would not ordi- 
narily come their way, of joining in discus- 
sions with their seniors and with each other 
on questions of practical importance to the pro- 
fession and of taking an active part in the 
exchange of views and experiences. Accord- 
ingly, of the 140 or so members of the society 
who attended the course, the majority had 
qualified less than ten years ago. 

“The programme at Cambridge was ar- 
ranged to ensure that all present should feel 
able to contribute something to the pool of 
knowledge as well as taking something out of 
it.... The course was not only a most stim- 
ulating educational experience, but a _ very 
pleasant interlude, the memory of which will 
not easily be lost in the hurrying years.” 
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MEETINGS AND ELECTIONS 


Indiana 


The policy of the United States treasury de- 
partment on allowances for depreciation in 
corporate income-tax returns was discussed at 
a recent meeting of the Indiana Association of 
Certified Public Accountants held at Indian- 
apolis. 

The discussion was led by George S. Olive, 
chairman of the society’s committee on public 
affairs. Other speakers were Charlton N. Car- 
ter, W. M. Madden, J. B. Fenner and Troy 
Thurston, all of Indianapolis; H. E. Dalton, of 
. South Bend, and E. K. Strachan, of Terre 
Haute. 

Plans for a series of open forum discus- 
sions of recent federal legislation affecting the 
profession were announced by Birney D. Sprad- 
ling, president of the society. 


Minnesota 


The Minnesota Society of Certified Public 
Accountants celebrated its thirtieth anniversary 
on August 3, 1934. A dinner was scheduled 
to be held at the Interlachen country club, 
Minneapolis, on that date. 


New Hampshire 


The annual meeting of the New Hampshire 
Society of Certified public Accountants was 
held at Newcastle on July 16th. The follow- 
ing officers were elected: 

J. Ben Hart, president; Hiram B. Haskell, 
vice-president; Arthur Johnson, secretary and 
treasurer; Robert M. Bruce and Clarence G. 
Drayton, directors. 


New Mexico 


The New Mexico Society of Certified Public 
Accountants held its annual meeting on June 
29th at Silver City. Raton, N. M., was selected 
as the meeting place for 1935. The following 
officers and directors were elected. 

Lon M. Fletcher, president; J. Bryan 
Stephenson, vice-president; Rodney B. Horton, 
secretary and treasurer; Guy A. Douglass and 
C. L. Linder, directors. 


New Jersey 


Federal income-tax procedure was the sub- 
ject of discussion at a series of meetings of 
the New Jersey Society of Certified Public Ac- 
countants at the Downtown Club, Newark, dur- 
ing July. 

The program, as announced at the beginning 
of the series, follows: July 11th—John J. 
Morgan, assistant internal revenue agent in 
charge of New Jersey, on “Administrative fea- 
tures’ and Walter A. Staub on “Gain and 
loss computations”; July 18th—Henry B. Fern- 
ald on “The general outline and scope of the 
revenue act” and John A. Conlin on “The 
computation of net income”; July 25th— 
Maurice E. Peloubet on “Depreciation” and a 
summary of the lectures by Mr. Fernald. 


New York 


The New York State Society of Certified 
Public Accountants has announced the election 
of John F. D. Rohrbach as a director of the 
society to fill the vacancy caused by the death 
of William B. Campbell. 


Pennsylvania 


In the account of the annual meeting of the 
Pennsylvania Institute of Certified Public Ac- 
countants published in the Bulletin for July 
16, 1934, it was erroneously stated that a 
memorial to the late Joseph E. Sterrett, pre- 
pared by T. Edward Ross, was read in his ab- 
sence by Frank A. Willison. The memorial 
was read by John Hood, Jr., of Philadelphia. 

Joseph M. Pugh, of Philadelphia, prepared 
and read a biographical memorial to the late 
Adam Averell Ross, who died June 15th, 1929. 
Mr. Ross was one of the fifteen founders of 
the Pennsylvania Institute. 


Texas 


The annual meeting of the Texas Society of 
Certified Public Accountants will be held at 
Dallas on October 11th and r2th. 
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ANNOUNCEMENTS 


Joseph A. Boulay, Rudolph H. Ander- 
son, Earl A. Waldo and Herbert T. Thor- 
sen have announced the organization of the 
partnership Boulay, Anderson, Waldo & 
Co., 1700-1710 Rand Tower, Minneapolis. 


R. Douglas Campbell has announced the 
opening of an office for the general prac- 
tice of accountancy at 1300 Genesee build- 
ing, Buffalo, N. Y. 


Chesnutt, Murphy & Poole, of Chicago, 
have announced the removal of their offices 
to suite 940, 208 South LaSalle street. 


Robert M. Holtzman, of Philadelphia, 
has announced the removal of his offices 
to 1522 Lincoln-Liberty building, Broad 
and Chestnut streets. 


Lunsford, Barnes & Co., of Kansas City, 
have announced the removal of their offices 
from the Pioneer Trust building to the 
Insurance Exchange building, 21 West 
10th street. 


John C. MacAlpine announces the or- 
ganization of a partnership with his son, 
John C. MacAlpine, Jr., under the firm 
name of J. C. MacAlpine & Son, 1411 
Walnut street, Philadelphia. 


Mathieson, Aitken & Co., of Philadel- 
phia, have announced the removal of their 
offices to the Packard building, 15th and 
Chestnut streets. 


P. W. Pettingill & Co., of Chicago, have 
announced the removal of their offices from 
the Board of Trade building to I North 
LaSalle street. 


W. G. Rowe and J. C. Oswald an- 
nounce the formation of a partnership 
under the firm name of Rowe & Oswald, 
with offices in the Standard Bank building, 
Vancouver, B. C. 


Stagg, Mather & Hough have announced 
the opening of a branch office in the Hart- 
ford-Aetna building, Hartford, Conn. 


Walton, Joplin, Langer & Co., of Chi- 
cago, have announced the admission of 
Walter H. Rohe to the firm as a junior 
partner. 


Wilson, Heye & Shults, of Rochester, 
have announced the change of their firm 
name to Wilson, Shults & Co., effective 
August 1, 1934. The offices of the firm 
are in the Commerce building, 11th floor. 


Eugene G. Boutelle, of Boston, spoke 
at a recent meeting of the Textile Dinner 
club, at Boston, on “Cost control in tex- 
tile mills.” 


Eric A. Camman, of New York, recently 
spoke at the annual convention of the 
American Institute of Banking, a section 
of the American Bankers Association, held 
at Washington, on “Proper budgeting—its 
increasing value.” Mr. Camman also 
spoke at the recent Controllers’ Confer- 
ence on Long Island, N. Y., on “Price 
stabilization”; at the tenth annual confer- 
ence of the Illinois Manufacturers’ Cost 
Association at Chicago on “Revising cost 
accounting under N.R.A. codes,” and at the 
New York University school of commerce, 
accounts and finance on “Standard costs.” 


Clem W. Collins, of Denver, spoke on 
“The place of the collegiate school of busi- 
ness in modern education” over radio sta- 
tion KOA at Denver on July 23rd. 


J. Hugh Jackson, of the graduate school 
of business, Stanford University, recently 
completed a two-months’ tour of educa- 
tional institutions in the Atlantic states, 
during the course of which he visited 31 
colleges and universities and spoke before 
a number of student assemblies. He at- 
tended the annual meeting of the collegiate 
schools of business and of the United 
States chamber of commerce. 


C. Wilson MacDow, of Boston, has 
been appointed Massachusetts state director 
of the American White-collar League. 
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